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Tax Increment Financing

ax Increment Financing (TIF) can be a powerful tool

for funding necessary infrastructure improvements.

TIF has until recently been used only by larger cities,
but it is equally if not more valuable for New Hampshire’s
smaller communities.

What is TIF?

The (F)inancing of public improvements with the (I)ncremental (T)axes cre-
ated either by new construction, expansion or renovation of property within ade-
fined portion (district) of the community.

Suppose your historic downtown needsimprovementsto maintain the existing
tax base and also to attract new investments. Further suppose that this historic
downtown isapproved asatax increment finance district at Town Meeting. After
the TIF is established, the existing tax value of that district would continue to be
distributed intheregular way (60-70% to schools, 6-8% to County, and therest to
the Town).

For example, suppose that over the next 3 years several properties within the
TIF are extensively renovated, and there is now $2,000,000 of additional tax
value. A portion of thetaxesfrom that new incremental valuewould be dedicated
for usewithinthe TIF district, rather thanthenormal general revenuedistribution.

Once public improvementsin the district have been paid for, theincreased tax
value of the district would become part of the general revenues of the town and
benefit everyone. Nothing is taken away from anyone, because the TIF district
uses “‘new money that is created by new investments. Existing tax dollars are un-
used and untouched. And because 100% of the funds are available, bonds can be
paid off much quicker than if general fundswere used, whichin most New Hamp-
shire towns represent less than 30% of each new tax dollar (the rest going to the
county and schools).
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* Black Brook

As part of a comprehensive community planning
effort, the City of KeeneupdateditsMaster Planinthe
early 1990's. Aspart of thisupdate, the City of Keene
rewrote the land use section of the plan and created a
new economic development section of the plan as
well. The economic development section established
agoal of increasing theindustrial portion of the city's
tax base from 10% to 20% while the land use plan,
which was developed in close cooperation with the
Planning Department, identified several potential ar-
eas in the city where a new corporate park would be
created.

One of the locations outlined in the Master Plan
was ultimately identified as having more potential
than any of the other alternative parcels. The site,
which was approximately 350 acres in size, was |o-
cated in the western part of the city and had a stream
called Black Brook that meandered through the area.
Engineering studies determined that it would cost ap-
proximately $4 million to extend sewer and water to
thesite, upgrade and expand theroad system, and take
other necessary stepsto open thisareaup for devel op-
ment.

In 1995, the regional economic development cor-
poration, Keene Economic Devel opment and Revital -
ization Corporation (“KEDRC”), came forward and
petitioned the City of Keene to rezone all of the pro-
posed corporate park area to a new Corporate Park
Zone and al so petitioned the city to establish atax in-
crement finance district within the proposed park’s
boundaries. The city approved the zone change and
set up thetax increment district but held off onissuing
the bond needed to pay for the infrastructure until
KEDRC recruited enough new businesses to the park
that would generate enough new tax increment to
cover theannual debt serviceonthe$4 million bond.

Within afew months, KEDRC signed up five new
businesses for the new park — now named the Black
Brook Corporate Park. The new tax increment that
was expected from just one of these new companies,
SimsPortex Inc., would spin off enough new tax reve-
nue to cover the debt service on the bond. A develop-
ment agreement between Sims and the City of Keene
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was signed. The agreement stated that the company
would construct anew facility at the park and guaran-
tee a minimum investment in the park, while the city
would use the proceeds of the bond to build sewer,
water and roads to and through the park. On the
strength of that written agreement, the City Council
agreed to issue the bond and the required improve-
ments were then made by the city using the new taxes
generated within the tax increment district to pay the
debt service on the bond.

The park is now more than seventy-five percent
full and the City of Keeneisreceiving taxesin excess
of what is needed to make the bond payments. By the
year 2000, in fact, thetax increment financing district
will be home to over thirteen new businesses which
representsover $20 millionin new tax increment. Ap-
proximately $9 million of tax increment was needed
to service the debt on the bond. At full build out, the
section of the park in the district will generate over
$30 million in new tax increment. The excess tax rev-
enues (the taxes generated form the difference be-
tween all of the new tax increment that will eventually
exist in the district and the $9 million of increment
needed to pay for the bond) will go to thegeneral fund
and, whenthebondispaid off, all of the new taxeswill
gointo the general fund and the tax increment financ-
ing district will be abolished.

Thisuse of TIF was successful because of astrong
and continuouslevel of cooperation between KEDRC
and the city staff and officials. Without this kind of
partnership Black Brook Industrial Park would not
have happened.

+ Downtown Parking Garage in Keene

In the late 1980's, the City of Keene spent more
than $3 million of general fund money to construct a
major upgrade of its historic downtown area. Thisin
turn attracted several million dollars of private sector
investment that helped keep the downtown attractive
and vital through that decade. In 1995, however, sev-
eral downtown anchor businesses, including Sears,
Woolworth, and a regiona department store named
Goodnows, closed their doors. As a result of these
closings, many smaller storefronts that depended on
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traffic generated by thelarger storesbecamevacant as
well. A local effort, spearheaded by the Keene Down-
town Revitalization Committee and subsequently
KEDRC, moved forward with a plan to renovate the
empty buildingsin downtown Keene and recruit new
businesses and other uses for these properties.

In 1997, aspart of itscontinuing downtown revital -
ization effort, KEDRC recruited aprivate hotel devel -
opment firm that agreed to invest several million dol-
lars in the renovation of the building that formerly
housed the Goodnows Department Store. The devel-
opers planned to turn the distressed, historic property
into an up-scaleforty room hotel with arestaurant and
meeting space. To hel p ensure the success of the hotel
project and the other massive renovation projects un-
derway in Downtown Keene, the developers of the
hotel, KEDRDC, and the City of Keene agreed that a
new parking garage with a limited number of leased
parking spacesfor the proposed hotel'sguest and staff
was needed. A preliminary study provided by
KEDRC estimated that it would cost approximately
$8,000 to $10,000 per space to construct a new park-
ing garage.

KEDRC petitioned the City of Keeneto set up atax
increment district to pay for the garage. The city ulti-
mately concluded that tax increment financingwasin-
deed the appropriate tool to use to fund the construc-
tion and created a Downtown Keenetax increment fi-
nancing district. Theplanfor thedistrict wasto usethe
private investment dollars invested in the develop-
ment of the hotel and the resultant new tax increment
created, plus some of the new tax increment created
from several other downtown revitalization projects
in the tax increment district, to pay for the expenses
associated with the construction of the new parking
garage.

Beforethe city would issue the bond, however, the
City council wanted additional security to effectively
guarantee that the city would have the resources to
pay off the money borrowed to construct the parking
deck even if the hotel project for some reason did not
proceed and/or any other projects either underway or
planned for the district did not create enough new tax
increment/tax revenue to cover the bond payments.
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To solve this situation, the hotel developer signed a
development agreement with the city that guaranteed
aminimum amount of investment in the district and
KEDRC, in addition to proceeding with the renova-
tion of several other propertiesinthedistrict, set aside
asubstantial pool of money to close, if necessary, any
potential shortfall experienced by the city related to
the parking garage project.

As aresult of these efforts, the parking garage is
now completed and construction is underway on the
downtown hotel. The former Sears and Woolworth
buildings have been renovated and filled with new
commercial, office, and retail tenants and the historic
Colonial Theater has been rescued and rehabilitated.
Thetax increment resulting from renovation of an his
toric mill within the boundaries of the district will
greatly exceed the amount of new tax increment
needed to entirely fund the parking garage.

Again, cooperation and partnership between mu-
nicipal officials and economic development
authorities was essential to making TIF work.

+ Peterborough’s Commercial Area TIF

In Peterborough there is general agreement that
commercial development should beencouragedtolo-
cate within the existing commercial core, rather than
extending further on Route 101 or Route 202. Thisex-
isting areaincludes both ahistoric downtown and two
shopping plazas. For thisstrategy to succeed, existing
infrastructure, including water, drainage, parking,
roads, street lights and landscaping all need to be re-
paired and/or upgraded.

By 1997 it was evident that substantial private sec-
tor investment would be taking place and the Town
saw thisasan opportunity to establish aTIF district. It
appeared that renovation would be scattered through-
out the core commercial area and that no single big
project was likely to generate sufficient funds to pay
off alarge bond.

For that reason, the Peterborough TIF is quite dif-
ferent than the two previous Keene examples This
Greater Downtown TIF is more like a savings ac-
count. Oncesufficient new tax value hasbeen created,
through a series of small and large improvements,
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then Town Meeting will be asked toissue one or more
bonds (or to authorize spending money directly from
the TIF account). It isexpected to takefrom between 4
and 8 years before sufficient funds are generated
within the TIF district. The initial “plan” that is re-
quiredin section 162-K: 9isvery general in nature, as
the Town waits for opportunities to emerge. A more
specific improvement plan was scheduled for
completion by the end of 1999.

Peterborough has also established a specific time
framefor thisTIF. It will expire on April 1, 2008 un-
less continued by Town Meeting vote.

It is important to note that Peterborough does not
intend to just wait and see what happens. The Com-
munity Development Director has been designated as
the District Administrator, has been assigned the task
of identifying road and utility improvements that
should be made, and to work with Downtown 2000,
the Planning Board, the Chamber of Commerce and
the Economic Development Authority in creating an
attractive environment for private sector investments
within the District.

The Town hasor will shortly initiate several inves-
tigations to determine specific transportation and in-
frastructure improvements and will propose zoning
changes and other actions to encourage new invest-
ment in this core commercial area. And TIF is only
one of several tools that will be used to achieve the
overall goal of sustained economic activity withinthe
established commercial core.

What are the Rules?

hereare severa of them, all listed in the State en-

ablinglegislation RSA Chapter 162-K. Somekey
provisionsarelisted hereand thefull legislationisin-
cluded in the appendix.

+ Any money raised within a TIF district must be
spent within that sasmeTIF district. Care must be
taken to create a boundary which includes not
only needed improvements but also includes
sitesthat arelikely to generate new taxes. Oncea
TIF district is established, acommunity hasfive
(5) yearsto adjust the boundaries.
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+ Town Meeting or the City Council isin control
of how TIF money is spent: TIF dollars must be
spent consistent with an officia plan for thedis-
trict after that plan isapproved by amajority vote
at Town Meeting. The Official Plan is supposed
to be prepared and presented by adistrict Advi-
sory Board and a District Supervisor requiring a
simple mgjority.

+ Thereisnolimit onthe number of TIF districtsa
community can have (K eene presently hasthree)
but there are restrictions.

+ No TIF district can include more than 5% of a
community's assessed value or more than 1.5%
of acommunity'sland area.

+ All TIF districts combined cannot exceed 3% of
the community's land area.

This Sounds Complicated!
My Community Can’t Do This!
nfortunately the legislation, which was estab-
lished in the late 1970's, makes it seem very
complicated. It isfocusing on old concepts of urban
renewal and much of the language was probably bor-
rowed from amore urban state. And it doestake some
work. But any community candoit and you don't have
to hire an expensive consulting firm to do it.

However, assistance may be needed. Small
communities that have only a handful of staff may
need to hire an accountant to set up the special records
required. But that expense can be included as part of
the TIF packageand bepaidfor with TIF revenues, as-
suming the TIF is successful.

If TIF monies are spent to pay off a bond, then
Bond counsel will be essential, but that would be the
caseno matter what source of revenuewasto beused.

Most parts of the State now have not only Regional
Planning Commissions but also Economic Develop-
ment organizations which may be ableto provide ad-
ditional assistance.
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Security: What if the TIF district doesn’t
generate new taxes?
ommunities must use caution with any project
hat will create along-term financial obligation,
whether using TIF or general revenue funds.

+ Just because you have a TIF district does not
mean you have to spend the money. TIF isatool
to be used when the right opportunity arises, and
not all situations are appropriate for its use.

+ Establish as many safeguards as possible. Try
not to rely upon asingle project, and try to estab-
lish formal written development agreements
with key development projects.

+ Try to avoid using TIF for projects that have no
benefit to the community other than for one spe-
cific project. Black Brook Industrial Park was
not established for asingle firm, but as a means
of implementing an overall economic strategy.
Additional downtown parking is needed in
Keene even if the hotel is not constructed.

Combining TIF with other Financing
Tools (hypothetical example)

small town in northern New Hampshire has an

exciting vision for renovating its historic down-
town. A general revenuebond will beusedtorenovate
the Town Hall. Sewer and Water rates will be in-
creased and those fundswill pay for upgrading down-
town utilities. A Community Development Block
Grant (CDBG) will be used to turn an old mill build-
ing into low-moderateincome housing and aday-care
center. Land and Water Conservation Funds will be
used to create anew downtown river park. ISTEA en-
hancement fundswill be utilized to develop abicycle
trail that leads from the downtown to amajor residen-
tial area using an abandoned railroad bed. This bike
trail will attract more shoppers to the Downtown and
provide an alternative commuter route during the
summer months for downtown workers.

A reputable private devel oper likestheseideas and
offers to construct a combination restaurant/down-
town hotel in another abandoned mill building in the
heart of the downtown. But he will need at least 50
parking spaces, which meansthat aparking deck must
be constructed, and all of hisresources are going into
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renovating the building. How will the parking be paid
for? By using theincreased taxesthe devel oper would
be charged on his/her improved property to pay off a
bond issued by the Town, as part of this package, to
design and construct a parking deck.

Now this kind of package can take two or three
yearsto put together, and the community may need an
experienced, full-timestaff personto keeptrack of ev-
erything. But thisexampleisby no meansfar-fetched.
Financial packages as or more complicated than this
example have been used in New Hampshire in recent
years, both in the downtown area and as part of the
creation of anew industrial park.

How Do | Get Started?

¢ The Peterborough Example

I n 1997 the Town's Community Development Di-

rector suggested that a Tax Increment Finance Dis-
trict could help to pay for needed infrastructure im-
provements in Peterborough's core commercia area.
The Town's Economic Development Authority
(EDA) agreed with thisidea, asdid the Town Admin-
istrator and Board of Selectmen. But someone had to
take thisidea and makeit happen. It was decided that
the EDA would take on that role. A sub-committee of
EDA wasformed towork withthe Community Devel -
opment Director and a general list of infrastructure
improvements was devel oped.

Considerabletimewasthen spent in mapping out a
strategy. Several community groups such as Down-
town 2000 and the Chamber of Commercewere asked
to help. A general calendar of what needed to be done
wasthen created, with thefinal goal being approval at
March 1998 Town Meeting. Serious work started in
September, a full seven months before Town Meet-
ing.

A presentation was prepared which evaluated the
economic condition of the Town and the importance
of the core commercia area in assuring the Town's
sustained economic prosperity. A map was drawn of
theproposed district, andEDA membersbeganto dis
cuss the idea within the community. The Community
Development Director was given the task of describ-
ing the TIF concept in the newspapers and making
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many of the formal public presentations. EDA mem-
bers, aswell as Chamber and Downtown 2000 mem-
bers took on the all-important task of discussing this
concept one on one throughout the community.

As people asked questionsand raised concerns, the
proposal was modified and improved. The
Hillsborough County Commission approved the con-
cept. However, the ConVal School District, which by
law needed to be informed, was not certain that it
wanted to support the idea. EDA members spent con-
siderabletimetalking to individual members, in addi-
tion to three separate presentationsto the District. Ul-
timately they also endorsed the concept.

Presentations were made to all of the community's
service organizations, and an effort was made to con-
tact each merchant within the district, seeking their
support and answering their questions. Timewas also
spent with Town staff, discussing the concept and
making sure that the required administrative systems
would be in place. The result of this hard work was
that the proposal received overwhelming support at
Town Meeting.

Summary
+ Put someone in charge

+ Define the needs

+ Definethe district

+ Get input

+ Sell theidea

+ Work with the Schools (formal plusinformal)
+ Work with the County

+ Work with the elected officials

+ Work with the Chamber/Rotary, Planning
Board, etc

+ Work with News media
+ Create warrant article(s)
+ Hold public hearing

+ Obtain Town Meeting or City Council vote to
adopt legidation

+ Obtain Town Meeting or City Council voteto es-
tablish district
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+ Obtain Town Meeting or City Council vote to
approve plan

+ Appoint Advisory Committee and District Ad-
ministrator

+ Atoutset, plan how money will beaccounted for
+ Keep community informed
+ Complete Plan

+ Don't just hold public hearing . . . sell the plan,
and revise as necessary

+ Town Meeting or City Council votefor plan and
for bond or $ by a simple majority

If This is Such a Good Idea and has been
permitted in New Hampshire since the late
1970's, how come more communities have-
n't used it?

hat’ savery good question. In part, few communi-

ties have had the time to search through all of the
RSA'sfor financial options. Itishelpful to haveapro-
fessional staff person who is familiar with this ap-
proach, and until now only afew communitiesin the
State have had someone responsible for community
development. Some communities thought it would
just be too hard. The real answer is that most
communities have never heard of this concept.

There has to be a down side to this. What
can go wrong? Why might a community not
want to use tax increment financing?
IF won't work if there is not an increase in the

taxable value of land and property withinthe TIF
district. If no one renovates downtown buildings,
their value may continue to decline. Likewise, if you
can't find an appropriateclient for the proposed indus-
trial park, therewill be no money for the needed sewer
and water lines. TIF can beawonderful tool when pri-
vate investment starts happening, but other tools may
be needed to first prime the economic pump.

TIF is most often associated with bonds, but you
can usethefundsto directly pay for needed improve-
ments. But if abond is issued under a TIF program,
say for 20 years, then the increased tax values upon
which the bond payments are designed also must be
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maintained for 20 years. If some bright new idea co-
mesto town, isagreat success, and goes bankrupt af-
ter ten years, the bond still needs to be paid off. As
with any significant investment decision the commu-
nity hasto think clearly, have contingencies, and not
make commitmentsthat aretoo risky. A proposal has
to be sound whether or not TIF is used.

TIF is most effective when new private devel op-
ment won't take placewithout certain publicimprove-
ments. If the private development is going to take
place anyway, then the TIF district may be unneces-
sary.

How Do | select the boundary
of the district?

tisimportant to remember that you arelooking for

areas of the community where new devel opment or
redevelopment islikely to take place, while al so | ook-
ing for those locations where public improvements
are needed. Since money raised within the district
boundaries must be spent within those boundaries,
there is a balancing act that may take some thought.
One good feature of the State legislationisthat if cir-
cumstances change, you can shift the boundaries of
the District during the first 5 years after it is estab-
lished.

Perhaps the year after the boundaries are drawn a
devel oper suddenly proposesto invest $1 million dol-
lars to rehabilitate an old building no one thought
would ever beimproved, and soit wasnot includedin
the district. At the next Town Meeting the boundary
can be shifted to include this building, and its new in-
cremental revenues, so long as the overall district
doesnot exceed 5% of thetax base or 1.5% of thetotal
land area of the town. In asimilar fashion, perhaps a
bridge or a dam just outside the district suddenly
needs to be repaired. If the district boundary is ad-
justed, then TIF dollars can be used to meet that ex-
pense. Also remember, the Town can have more than
one TIF district. It is often better to establish a sepa-
rate district rather than try to make one district meet
all the needs of the Town.
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What about the 60% Rule?

hen the TIF legidlation was established, it was

intended primarily as an urban tool, and the
language of the law appears to have been borrowed
from some other State. It included arequirement that
60% of aTIF district must already be devel oped. That
had the impact of making thistool only available for
downtown redevel opment projects, precluding itsuse
for themajority of rural communitiessin New Hamp-
shire.

At therequest of the Town of Peterborough and its
legislative representatives, the State legislature elimi-
nated this requirement in 1998. Now any community
can create aTIF district without having to include de-
veloped areas. For a proposed industrial park outside
of the developed portions of a community, this revi-
sion will be especially important.

Is the TIF district a special taxing district?
O ne of the greatest concerns of property owners
included in a TIF district is that this is some

form of special assessment district and that people in-
side the TIF boundary will have to pay extratax.

While special assessment districts can beanimpor-
tant community development tool, that isquite differ-
entthan TIF. Taxpayerswithinthedistrict won't know
that they arein the district, and will be taxed just the
same as any similar property within the community.
The only difference is that any new tax revenue will
be spent within the district, directly benefitting those
who are paying the tax. Once people get used to the
idea, it isnot uncommon to have property owners ask
to be included.

Does TIF take money away from the
schools?

he simple answer is no. The whole purpose of a

TIF district is to stabilize, retain or expand the
communitiestax base, whichisessential for maintain-
ing adequate school funding.

The existing tax base is left untouched, assuring

full funding of school, county and general fund needs.
When theTIF district hasserveditspurpose, theresult

22 BEACON STREET, CONCORD NH 03301



isusually an expanded tax base, which makesit easier
for the community to support its schools.

Because TIF only workswith future potential taxes
without disturbing existing funding, TIF has been
fully supported by the school district in Keene. In
Peterborough there were many questions and much
discussion, but the ConVa School District has now
also endorsed TIF.

Can | use TIF District funds for other munic-
ipal purposes outside the District in an
Emergency?

community can use all of the new incremental

taxes of a TIF district to fund the TIF plan.
However, Section 162-K:10(11) allows a community
to allocate aportion of these new tax revenues back to
the general fund.

A community may not “tap” the TIF bank for pro-
jects outside the district, but can divert some or most
of theincremental revenuescominginto thedistrict to
the general fund if needed. Section 162-K: 10 (I1) (b)
anticipatesthat each year the municipality can review
itsfinancial situation and decide how to distribute the
incremental revenues obtained during the previous
year.

Section 162-K: 9 (I11) also allows communities to
set up revenue sharing agreements with schools
and/or the county, although such sharing tends to di-
minish the value and impact of the TIF concept.

Also, section 162-K: 9 (1V) allowsthe legidative
body (Town Meeting or Council) to modify the TIF
plan, adjusting its purpose and focus. During the first
five years of the district its boundaries can be modi-
fied.

Final Thoughts

ax Increment Financing is not some magic bullet

that can make every community prosperous and
every project asuccess. Butitisalso not some*“trick”.
TIF can provide a means for financing needed infra-
structure improvements which the general fund can-
not afford, using “new” money that neither the
schools, the county nor the taxpayers of the commu-
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nity are accustomed to. It doesn't take anything away
from anyone.

Developerstend to like it because they can seethe
tax dollarswhich they will haveto pay anyway, going
towards something that islikely to more directly ben-
efit their property.

Putting together a TIF program requires thought,
time, and caution. The more information provided to
the community, the greater its chance of success. It
takes time and attention to detail, but any community
can doit.

Good luck!

IMPORTANT

Prior to adopting a TIF: Please note
RSA 162-K has been subject to sev-
eral revisions over the last few years.
It is therefore recommended that the
reader keep current of any future revi-
sions to this legislation.

The author of this bulletin is Peter Ryner, Director of Eco-
nomic Development in Peterborough. Contributing authors
are Jack Dugan, Monadnock Economic Development Cor-
poration; and Stuart T. Arnett, City of Claremont. Many
thanks for their fine work. Editing and publishing was facili-
tated by the New Hampshire Rural Development Council.

For comments and assistance in developing this bulletin,
special thanks go to:

Michael Bergeron, BID, DRED

Russ McAllister, Town of North Hampton

Pete Davis, SWPC

Roy Duddy, OSP

John B. Andrews, NHMA

Barbara Reed, DRA
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WEST’S NEW HAMPSHIRE STATUTES
TITLE XIl. PUBLIC SAFETY AND WELFARE
CHAPTER 162-K MUNICIPAL ECONOMIC DEVELOPMENT AND
REVITALIZATION DISTRICTS

Current through the 2000 Regular Session

§ 162-K:1. Local Option

Any city or town may adopt thischapter and shall thereafter haveall theauthority, powers, dutiesand responsi-
bilities set forth in this chapter.

I. A city may adopt this chapter by majority vote of the legislative body of the city after notice and
hearing as set forth in RSA 162-K:4.

Il. A town may adopt this chapter by majority vote of the voters present and voting at any legal town
meeting under a proper article and after notice and hearing as set forth in RSA 162-K:4.

§ 162-K:2. Definitions
In this chapter:
I.  “Budget submission date” has the meaning set forth under RSA 273-A: 1, I11.
Il. “Development district” means a specific areawithin the corporate limits of any municipality which

has been so designated and separately numbered by the legislative body of said municipality acting
under this chapter.

1. “Development program” means a statement of objectives of the municipality for improvement of a
development district established under RSA 162-K:6.

IV. “District administrator” means the head of the department, office agency, municipal housing and
redevelopment authority or corporation designated under RSA 162-K: 13.

V. *“Governing body” means the board of aldermen or city council in the case of acity and the board
of selectmen in the case of atown.

VI. “Legidative body” meansthe board of aldermen or city council in the case of acity and the town
meeting in the case of atown.

VII. “Maintenance and operation” means all activities necessary to maintain facilities after they have
been developed and all activities necessary to operate the facilities including but not limited to in-
formational and educational programs, and safety and surveillance activities.

VIII. “Municipality” means acity or town.

IX. “Parking structure” means any building the principal use of which is designed for and intended for
parking of motor vehicles, and includes open air parking on parking lots.

X. “Substantially residential development district” means any development district in which 40 per-
cent or more of the land area, exclusive of streets and open space, is used for residential purposes
at thetime the district is designated.

XI. “Tax increment” means the amount of taxes raised in a development district due to increasesin as-
sessed value over the assessed value of the district at the time of its establishment.
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§ 162-K:3. Authorization; Initial Adoption.

A municipality which adopts this chapter shall thereafter be authorized to establish one or more devel opment
districts. For each such district, the municipality shall establish a development program and atax increment fi-
nancing plan. A municipality that has not previously adopted this chapter may carry out the planning and hearing
procedures for establishment of one or more development districts at the sametimeit is conducting the planning
and hearing procedures on initial adoption of this chapter; provided that any vote on establishing a particular de-
velopment district shall not be taken until after the legislative body shall have voted onthe question of adopting
this chapter.

§ 162-K:4. Hearing

Prior to adopting this chapter or designating any development district, a hearing on the subject shall be con-
ducted in the municipality. The hearing shall be conducted by the governing body. The hearing shall be held at
least 15 days prior to the date on which action on the proposal is scheduled to take place. Notice of the hearing, in-
cluding adescription of any proposed district, shall be posted in 2 appropriate placesinthe municipality or pub-
lished in a newspaper of general circulation in the municipality at least 7 days prior to the hearing.

§ 162-K:5. Establishment of Districts; Limitations

Upon afinding that such action will serve public purposes, thelegislative body of the municipality may create,
withinitsjurisdiction, development districts. Theareaof adistrict shall not be enlarged after 5yearsfollowingthe
date of designation of the district. Municipalities establishing development districts shall comply with one of the
following limitations:

I.  Thetotal acreageincluded in any one development district when designated shall not exceed 1v%
percent of the total acreage of the municipality, and when added to the total current acreage within
the development districts for which bonds remain outstanding shall not exceed 3 percent of the to-
tal acreage of the municipality.

Il. Thetotal assessed value of taxable real property of any one development district when designated
shall not exceed 5 percent of the most recent total assessed value of taxable real property inthe
municipality, and when added to the current total assessed value of taxable real property within de-
velopment districts for which bonds remain outstanding, shall not exceed 10 percent of the most re-
cent total assessed value of taxable real property in the municipality.

§ 162-K:6, District Establishment and Development Programs

A municipality which has adopted this chapter and which intends to establish a devel opment district shall, in
addition to establishing the district, establish a development program under this section and a tax increment fi-
nancing plan under RSA 162-K:9 and 10.

I.  Thedevelopment program shall contain a complete statement as to the public facilities to be con-
structed within the district, the open space to be created, the environmental controls to be applied,
the proposed reuse of private property, and the proposed operations of the district after the capital
improvements within the district have been completed.

Il.  The development program shall also provide for carrying out relocation of persons, families, busi-
ness concerns, and others displaced by the project, pursuant to arelocation plan, including the
method for the relocation of residents in decent, safe and sanitary dwelling accommodations, and
reasonable moving costs, determined to be feasible by the municipality.
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I11.  In conformity with the development program, within the district, the municipality may:

() Acquire, construct, reconstruct, improve, alter, extend, operate, maintain or promote develop-
ments aimed at improving the physical facilities, quality of life and quality of transportation;

(b) Acquire land or easements through negotiation or through powers of eminent domain;

(c) Adopt ordinances regulating the use of public parking structures and other facilities con-
structed within the devel opment district and access to them and the conditions under which
such accessis alowed. Traffic regulations may include, but shall not be limited to, direction
and speed of traffic, kinds of service activities that will be allowed in arcades, parking struc-
tures and plazas, and rates to be charged in the parking structures,

(d) Require construction of buildings within the district so as to accommodate and support pedes-
trian systems which are part of the program for the development district. When the municipal-
ity requires for the public benefit the construction of columns, beams or girders with greater
strength than requireed for normal building purposes, the municipality shall reimburse the
owner for the added expense from development district funds;

(e) Install lighting systems, street signs and street furniture, landscaping of street and public
property, and snow removal systems compatible with the character of the district;

(f) Acquire property for the district;

(g) Leaseair rights over public property and spend public funds for constructing the foundations
and columns in the public buildings strong enough to support the buildings to be constructed
on air rights;

(h) Leaseal or portions of basements, ground and second floors of the public buildings con-
structed in the district; and

(i) Negotiate the sale or lease of property for private development if the development is consis-
tent with the development program for the district.

§ 162-K:7. Grants

A municipality may accept grants or other financial assistance from the government of the United States, the
state of New Hampshire or any other entity to do studies authorized by this chapter.

162-K:8 Issuance of Bonds.

The municipality may authorize, issue and sell general obligation bonds, which shall mature within 30 years
from the date of issue, to finance the acquisition and betterment of real and personal property needed to carry out
the development program within the development district together with all relocation costs incidental thereto.
Bondsissued under authority of this chapter shall be payable in annual payments which shall be so arranged that
theamount of annual payment of principal and interestinany year onaccount of any bond shall not belessthanthe
amount of principal and interest payablein any subsequent year by morethan 5 percent of the principal of the en-
tirebond. Thetotal amount of such paymentsshall be sufficient to extinguish the entire bond on account of which
they are made at maturity. Thefirst payment of principal on any bond shall be made no later than 5 years and the
last payment not |ater than 30 years after the date thereof. Each authorized issue of bonds shall be a separate |oan.
All dedicated tax incrementsreceived by themunicipality pursuant to RSA 162-K:10 shall bepledged for the pay-
ment of these bondsand used to reduce or cancel the taxes otherwise required to be extended for that purpose, and
the bonds shall not be included when computing the municipality’s net debt under RSA 33.
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§ 162-K:9. Tax Increment Financing Plan

Themunicipality shall adopt atax increment financing plan for any devel opment district established under this
chapter. The plan shall allocate use of tax incrementsfor retirement of bonds and notes, operation, maintenance
and improvementsin the district and for general municipal purposes.

A tax increment financing plan shall contain a statement of objectives of amunicipality for im-
provement of a development district. Such plan shall be incorporated into the development pro-
gram for the district. It shall contain estimates of the following: cost of the development program;
sources of revenues to finance those costs including estimates of tax increments; amount of bonded
indebtedness to be incurred; and the duration of the program*s existence. The plan shall also con-
tain a statement of the estimated impact of tax increment financing on the assessed values of all
taxing Jurisdictions in which the district is located.

Before approving any tax increment financing plan, a public hearing shall be held as part of the
hearing on the development district under RSA 162-K:4.

Before formation of a development district, the municipality shall provide a reasonable opportunity
to the county commissioners of any county in which any portion of the development district is lo-
cated and to the members of the school board of any school district in which any portion of the de-
velopment district is located to meet with the governing body. The governing body shall fully
inform the county commissioners and the school boards of the fiscal and economic implications of
the proposed development district. The county commissioners and the school boards may present
their recommendations at the public hearing. A municipality*s tax increment financing plan may
include agreements with the county commissioners and the school boards in which the district is
located to share a portion of the captured tax increments of the district.

A tax increment financing plan may be modified provided such modification shall be approved by
the legisative body upon such notice and hearing and agreements as are required for approval of
the original plan. Any modification shall maintain use of dedicated tax increments for retirement of
bonds and notes as required.

162-K:10. Computation of Tax Increments

Upon formation of a development district, the assessors of the municipality in which it is situated
shall determine the current assessed value of the real property within the boundaries of the devel-
opment district. The current assessed value so determined shall be known as the “original assessed
value.” Property exempt from taxation at the time of the determination shall be included at zero,
unlessit later becomes taxable, in which case its most recently determined assessed valuation shall
be included. Each year thereafter, the assessors shall determine the amount by which the assessed
value has increased or decreased from the original assessed value. The assessors shall also deter-
mine the proportion which any increase or decrease bears to the total assessed value of the real
property in that district for the year.

Any amount by which the current assessed value of a development district exceeds the original as-
sessed value is referred to as the captured assessed value. The assessors shall determine the amount
of the captured assessed value each year.

() Thetax increment financing plan shall designate the portion of captured assessed value which
will be dedicated for retirement of bonds and notes and the portion of captured assessed value
which will be dedicated to the operation and further development of the tax increment financ-
ing district.

(b) The portion of captured assessed value which is not used either for the purpose of retirement
of bonds and notes or for the purpose of the operation and development of the tax increment
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financing district shall be deemed excess captured assessed value. Excess captured assessed
value shall be returned to the tax lists.

I11(a) Each subsequent year the assessors shall determine current assessed valuation, and tax increments
and shall report them to the commissioner of the department of revenue administration according
to the following method:

(1) If the municipality retains the full captured assessed value for the development district the as-
sessors shall certify to the commissioner of revenue administration, for the purposes of there-
port required by RSA 41:15, the current assessed value, as the basis to equalize annually the
valuation of property throughout the state, and the full captured assessed value, to be de-
ducted from the current assessed valuation for the cal culation of the property tax rate. The as-
sessors shall extend all rates as established by the commissioner of revenue administration
under the provisions of RSA 41:15 against the current assessed value, including all captured
assessed value. In each year for which the current assessed value exceeds the original as-
sessed value, the municipal tax collector shall remit to the municipality that proportion of all
taxes paid that year on real property in the district which the captured assessed value bears to
the total current assessed value. The amount so remitted each year is referred to in this section
as the tax increment for that year.

(2) If the municipality retains only a portion of the captured assessed value for the devel opment
district and returns the remaining portion to the tax lists, the assessors shall include the cur-
rent assessed value, to be used as a basis to equalize annually the valuation of property
throughout the state, and that portion of the captured assessed value which the municipality
doesretain, to be deducted from the current assessed valuation for the calculation of the prop-
erty tax rate. The assessors shall extend all rates against the total current assessed value. In
each year for which the current assessed value exceeds the original assessed value, the munic-
ipal tax collector shall remit to the municipality that proportion of all taxes billed on real
property in the district that the retained captured assessed value bears to the total current as-
sessed value in the district. The amount so remitted each year isreferred to as the tax incre-
ment.

I11 (b) The general court finds that municipalities that have adopted a tax increment financing plan and
issued tax increment financing plan bonds under this chapter before April 29, 1999, or which have
adopted atax increment financing plan and entered into contracts and incurred liabilitiesin reliance
upon the tax increment plans under this chapter before April 29, 1999, have incurred obligations
which must be honored. The general court recognizes also that in accordance with the intent of this
chapter, such obligations were entered into in order to accomplish a public purpose and for the im-
provement of development in municipalities. Accordingly, the provisions of subparagraph I11(a)
shall not apply to tax increment financing plan districts which authorized and issued tax increment
bonds under this chapter before April 29, 1999 or which adopted a tax increment financing plan
under this chapter and entered into contracts and incurred financial liabilities in reliance upon such
tax increment plan before April 29, 1999. This subparagraph shall only apply to tax development
districts as they existed as of April 29, 1999. To the extent such tax increment financing plan is
amended to increase the amount of bonded indebtedness, to increase the cost of the development
program, or to extend the duration of the program’s existence, this subparagraph shall not apply.
The assessors shall determine assessed valuation and tax increments according to the following
method:
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(2) If the municipality retains the full captured assessed value for the development district, the as-
sessors shall certify to the commissioner of revenue administration for the purposes of the re-
port required by RSA 21-J:34, no more than the original assessed value of the real property in
the development district. The assessors shall extend all rates as established by the commis-
sioner of revenue administration under the provisions of RSA 21-J:35 against the current as-
sessed value, including all captured assessed value. In each year for which the current
assessed value exceeds the original assessed value, the municipal tax collector shall remit to
the municipality that proportion of all taxes billed that year on real property in the district
which the captured assessed value bears to the total current assessed value. That amount isre-
ferred to in this section as the tax increment for that year.

(2) If the municipality retains only a portion of the captured assessed value for the devel opment
district and returns the excess to the tax lists, the assessors shall certify to the commissioner
of revenue administration for the purposes of the report required by RSA 21-J:34 the original
assessed value and that portion of the captured assessed value which is shared with all the af-
fected taxing districts for the purposes of determining the assessed value for computing prop-
erty tax rates. The commissioner of revenue administration shall compute the rates of al taxes
levied by the state, county, municipality, school district and every other taxing district in
which the district is located on this af orementioned assessed value. The assessors shall extend
all rates against the total current assessed value, including that portion of the captured as-
sessed value which the municipality isretaining for the development district only. In each
year for which the current assessed val ue exceeds that original assessed value, the municipal
tax collector shall remit to the municipality that proportion of al taxes paid on real property
in the district that the retained captured value bears to the total current assessed value in the
district. That amount is referred to as the tax increment for that year.

§ 162-K: 11. Annual Report

Themunicipality’ sannual report shall contain afinancial report for any development digtrict in the municipal -
ity. Thereport shall includeat | east thefoll owing information: theamount and source of revenue of thedistrict, the
amount and purpose of expenditures, the amount of principal and interest on any outstanding bonded indebted-
ness, the original assessed value of the district, the captured assessed value retained by the district, the tax incre-
ments received and any additional information necessary to demonstrate compliance with the tax increment fi-
nancing plan.

§ 162-K:12. Maintenance and Operation

M aintenance and operation of the systems and improvements constructed under this chapter shall be under the
supervision of thedistrict administrator. The cost of maintenance and operation of the non-revenue-producing fa
cilitiestogether with excess of costsof operation and maintenance of revenue-producing facilities, if any, shall be
charged against the development district in which it islocated. The charges against each property within thedis-
trict shall bein proportion to the benefit to the properties within the district 60 days before the budget submission
date. Thedistrict administrator shall submit to the governing body of the municipality the maintenance and oper-
ating budget for thefollowing year, and the prorated share of the budget to be charged to each property inthe dis-
trict. Thebudget for the district asapproved by themunicipality shall contain necessary appropriationsand provi-
sions for collecting charges against affected propertiesin the district.

§ 162-K:13. Administration
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Themunicipality may create adepartment or designate an existing department or office or agency or municipal
housing and redevel opment authority, or form acorporation under RSA 292, to administer development districts.
Thedistrict administrator may, subject to such rulesand limitations asmaybe adopted by thegoverning or legisla-

tive body,
1.

V1.

VII.

VIII.

IX

be granted the power to:
Acquire property or easements through negotiations;

Enter into operating contracts on behalf of the municipality for operation of any of the facilities
authorized to be constructed under this chapter,

L ease space to private individuals or corporations within the buildings constructed under this
chapter;

Lease or sell land and lease or sell air rights over structures constructed under this chapter;

Enter into contracts for construction of several facilities or portions thereof authorized under this
chapter;

Contract with the housing and redevel opment authority of the municipality for the administration
of any or all of the provisions of this chapter;

Certify to the governing body of the municipality, for acquisition through eminent domain, prop-
erty that cannot be acquired by negotiation, but is required for implementation of the devel opment
program;

Certify to the governing body of the municipality the amount of funds, if any, which must be raised
through sale of bonds to finance the program for development districts;

Apply for grants from the government of the United States or other source.

§ 162-K:14. Advisory Board

The legidlative body of the municipality shall create an advisory board for each development dis-
trict. The board shall consist of such number of members appointed or elected as determined by the
legidlative body. A majority of members shall be owners or occupants of real property within or
adjacent to the development district. In a substantially residential development district, however,
the board shall consist solely of owners or occupants of real property within or adjacent to the dis-
trict.

The advisory board shall advise the governing body and district administrator on planning, con-
struction and implementation of the development program and on maintenance and operation of the
district after the program has been completed

The governing body shall by resolution delineate the respective powers and duties of the advisory
board and the planning staff or agency. The resolution shall establish reasonable time limits for
consultation by the advisory board on the phases of the development program, and provide a mech-
anism for appealing to the governing body for afina decision when conflicts arise between the ad-
visory board and the planning staff or agency, regarding the development program in itsinitial and
subsequent stages.

§ 162-K:15. Relocation

Unlessthey desire otherwise, provision shall bemadefor rel ocation of all personswhowould bedisplaced by a
proposed devel opment district prior to displacement in accordance with the provisions of RSA 162-K:6. Prior to
undertaking any rel ocation of displaced persons, the municipality shall insurethat housing and other facilities of
at least comparable quality be made available to the persons to be displaced.
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